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Cluster Development and the Role of Networks
Introduction
During the last ten years or so, there has been increasing interest in developing clusters- agglomerations of
innovative firms in high-tech industries. The triggers for such interest were the cluster success stories (such as
the Silicon Valley) on one hand and the need to find new directions for industrial development in a globalizing
world on the other. In many countries, we could witness a growing reflexion on how to generate and promote
clusters. Japan is no exception. The implementation of the Industrial Cluster Plan, designed by METI has started
in 2001. The Intellectual Cluster Plan, designed by MEXT is being implemented since 2002.
In this short article, I would like to express my thoughts on three cluster-related topics. First, I wish to
discuss the creation of clusters. Second, I would like to write a few words on cluster plan implementation in
Japan. Finally, I shall outline the role of networks in the cluster development.
 Can clusters be created by the government?
There are probably three points of view as to the role of the government institutions in developing clusters.
According to the first one, clusters can be generated by the government's policies and institutions. This is a kind
of a top-down approach. According to the second, government efforts are useless, because clusters can only be
created naturally, that is by auto-organization of actors - firms and research institutions. This means that only
bottom-up emergence can be successful. Even if a government's action creates a cluster-like formation, this
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formation will disappear as soon as the action stops. Finally, the third view agrees that clusters cannot be
created by top-down measures, but believes that government can have a role to play in accompanying the
cluster creation and growth.
In my view, in general, clusters emerge naturally, as do industrial districts. If we look at clusters around the
world, we can see that the great majority of them were created through bottom-up actions, that is, they emerged
because local actors organized and engaged in cooperative activities leading to a cluster formation. In some
cases, there was a leading firm in a particular field and then other actors concentrated around it, in other cases a
university generated start-ups, the success of which attracted other firms to the region etc. So, the actions of
local actors create clusters through a bottom-up emergence. Even though in theory it is possible to create a
cluster by a policy I believe that most attempts fail. The biggest reason for this is that cluster mechanisms are
extremely difficult to grasp and produce. And without cluster mechanisms (such as knowledge-intensive exchange
and cooperation through networks) there are no real clusters. Nevertheless, I argue that the government can
have a role to play in detecting promising firms and projects and in supporting them. The role of the government
is to make things easier for local actors.
 Cluster plan implementation in Japan
Within the framework of the Japanese cluster plans, significant funds have been engaged in creating industry-
academia collaboration support institutions in Japanese regions and in financing projects in which universities and
industry collaborate. I visited three regions targeted by the METI and MEXT cluster plans - TAMA, Hamamatsu
and Sapporo. I admit that I still do not quite understand the Japanese bureaucratic system and industry-
university collaboration funding. However, I cannot help feeling that a lot of public money is being wasted for the
implementation of cluster plans. There are three basic reasons for making me think so.
The first reason is the existence of two cluster plans, which in certain cases overlap. Some regions are targeted
both for Intellectual and Industrial cluster development. It is obvious that more coordination between two plans is
indispensable. Moreover, I suggest that METI and MEXT should seriously think about merging the two plans into
a single one.
The second reason refers to the supporting institutions. There seem to be different institutions and offices,
which are in charge of doing exactly the same things - promoting university-industry collaboration. This is partly
due to the existence of two cluster plans. I believe that the multiplicity of such offices decreases their
transparency for local actors - universities and firms and creates confusion as to which office should be contacted
in which case.
Needless to say that money is wasted for financing several institutions or offices and for employing several
persons for one single real job position.
The third reason refers to project funding. Firms and research institutions can receive public funding for
certain projects if they apply for it. This is seen by many firms and researchers as a great opportunity to have an
easy access to funds without much effort. It seems then that writing a good application form is particularly
important. Even if the project is not really good, financing can be obtained by an adequately written application
form. Linked to this is the problem of low innovativeness and knowledge intensiveness of the projects that receive
the funding. In Japan, industry-academia cooperation, start-ups and venture businesses have been the key words
related to clusters. A large number of researchers and public officials engaged in cluster development tend to
take start-up and venture business as a synonym for profitable and innovative organization. However, the reality
is quite different. Many companies regarded as start-ups and ventures fail. Many of them will disappear as soon
as they stop receiving government subsidies. Moreover, the innovative capacity and knowledge intensiveness of
many such firms is also a very disputable question. The data from my fieldwork in Hamamatsu, Sapporo and
TAMA show that very few projects funded are characterized by high innovativeness and high technology. Of
several projects about which I learned only one (in Hamamatsu) was truly knowledge intensive and high-tech
related. All the others were ordinary product development. Moreover, I would argue that some of the product
development projects that are taking place in the ordinary town factories are more advanced than some of those
supported within the framework of the cluster plans.
 The role of networks
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The third point on which I wanted to reflect is the role of networks in clusters. As I said earlier, what makes
clusters real clusters are cluster mechanisms. And one key mechanism are knowledge intensive networks.
Networks are one of core cluster features. They are the channels through which knowledge intensive exchange
takes place. It is through interaction with others that new projects emerge, that innovation takes place and that
new knowledge is built. Networks are typically long-term oriented and assume the existence of trust between the
involved parties. They provide many benefits for the network members: learning, economic benefits and others.
Now, inter-firm networks are widely present in Japan. If we look at the Japanese industry, we can easily
understand that one of its major features are inter-firm networks. These networks are of different types -
subcontracting networks, informal confrere (nakama) networks, SME innovative networks, joint order obtaining
networks etc. The most advanced and dense cooperative networks are found within industrial agglomerations, in
which hundreds and in some cases thousands of manufacturing firms concentrate. Through networks, firms
interact, they engage in different kinds of exchange.
So, networks are widely present in the Japanese industry. This element is very important but it is not sufficient
for cluster development. In fact, more knowledge-intensive networks are needed. So that is where industry-
academia relationships become important. In particular, small firms need to cooperate with universities, due to
their small size and the lack of innovation capabilities.
The Japanese cluster plans insist on creating such relationships. However, matching researchers with the
industry for short-term or one-project-only cooperative activities does not make such relationships networks.
Real networks require long-term commitment and collaboration. These networks are still rare in Japan. There are
several reasons for that but let's just mention two. First, it seems to me that in a large number of cases the
education received at universities is not fully used in companies. If a student graduates in literature from a
famous university and then enters a company at an engineering position, just because he graduated from a famous
university there seems to be a problem. The creation of network ties between the university and the firm will not
take place. Of course, on job training has some advantages, but it is necessary to think about the role of
university education too. The second point is that the mentalities of many university professors and small-firm
presidents seem to be worlds apart. So, both sides need to think about overcoming their differences, which could
possibly lead to industry-university collaboration.
Conclusion
As a conclusion, I would say that in order for knowledge intensive clusters to be created cluster mechanisms
are essential. One key cluster mechanism are knowledge-intensive long-term oriented networks between
members of academia and industry. These networks are still very few in Japan. So, in order to make the existence
of such networks possible, a deep reflexion on the reasons why they are absent is necessary. I believe that these
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